TOWN OF

OB SMALT

FY 1213 Warrants Fund Investigation

RICHARD RAINER, TOWN ADMINISTRATOR




Background

At the Jan. 22, 2018 Town Council meeting:

The FY 17 Audit was presented by Hague, Sahady & Co. It was conducted in accordance with
accepted auditing standards. It identified NO material weaknesses or significant deficiencies. Motion

to receive and place on file passed.7

Motion for an analysis of the 20123 Warrants Fund and for recommendation of plan to address the

deficit in this fund passed-G.

Staff have conducted a thorough investigation. The full report was sent to Town Council members and
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Collection of Information

wEvidence documented as References and

Enclosures

Process

Findings of Fact

wFacts supported by evidence

\

Conclusions

wMy judgment based on findings of fact

Recommendations

g
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What Is the FY 123 Warrants Fund?
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The 201213 Warrant account is an account line used by the Town Finance Department to
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Jan. 30, 2013TC authorizes borrowing for
various Capital Projects

Fire Code

Upgrades
at

\Hathaway

On January 30, 2013 the Town Council s School
Upgrades Building
passed ORDINANCE # 201330 at Melville FY 2103 Repairs
authorizing issuance of not more than Bond
Ordinance
$2,412,000n bonds and notes for: N\

Resurfacin and DPW
\ \ Truck |
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Jan. 302013¢ The TC also passed two
resolutions

FY 2013
Bond Ordinance
# 201301-30

Resolution Resolution

201301-30 A 201301-30 B

Memorializing$1,850,000 Authorized issue Refunding Bonfi

for School Building Improvement for refund of prior bonds to take
including $750,000 for Hathawa advantage of lower interest rate$
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The full $1,850,000 was not borrowed
for School building improvements

Resolution School Department decided not to finance the

201301-30 A building improvements at Hathaway and
Memorializing$1,850,000

instead used Surplus Capital funds for that project.

for School Ruilding Improveme

| including $750,000 for Hathaw
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RIHEBC LOAN Therefore, $1,100,000
was borrowed for
School CIPs

School Building
Repairs $350,000

RIHEBC is the:

Rhode

Island

Fire Code :Iealth and

Mek/ﬁg,ag?essoi;oo _Educational
Building

Qorporation
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3 Key transactions:

$812,000 Bond for
Town CIPs

$1,100,000 RIHEBC Loan for
School CIPs

$927,000 Refunding Bonds |
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The FY 123 Warrants Fund
IS established

BUDGET BY ' 'NE ITEM . 02/09/2018
Town of Portsm. ,‘.)1 2013-2014 Fisca.  f2013-2014

» Orig Budget Changes Adj Budget Mtd Expended Ytd Expended Encumbered Balance Y%Exp

80400 CLEARING ACCT-TOWN

61000EDUCATION  /_sppcasmt’”

Y
2 (1-98-689-51000-00 12-13 MELVILLE FIRE UPGRADES $0.00
L .

INE ITEM 61000 EDUCATION $0.00

) 0.00%

™ 12-13 Warrants Fund is o
Zerk assigned accounting key O
| (series 68%100 Education

1-97-689-61000-00 11-12 SCHOOL BUILDING WARR $0.00 $0.00 ' $96,872.00 $0.00 ($96,87é.00) 0.00%
LINE ITEM 61000 EDUCATION $0.00 $96,872.00 $0.00 ($96,872.00) 0.00%
FUND 97 11-12 WARRANTS $0.00 $0.00 $96,872.00 M $0.00 ($96,872.00) 0.00%

33001 PUBLIC WORKS ,
1-98-689-33001-22 12-13 PAVING EXP $0.00 $0.00 $98.99: $0.00 $0.00 $0.00 0.00%
; . 1-98-689-33001-33 12-13 TOWN CIP EXP $0.00 $0.00 © . $0.00 $195;329.61 $0.00 ¥ ($195,329.61)  0.00%
i $0.00 $0.00 $98.99 $195,329.61 $0.00 - ($195,329.61)  0.00%

61000EDUCATION £ s ene” ‘
- 5

1°°°-°°12-1~3 MELVILLE FIRE UPGRAD, $0.00 $0.00 $0.00 - $0.00 $779,302.32 $0.00 ($779,302,32)  0.00%
LINE ITE opy. o~ == RraTisTal $0.00 $0.00 $0.00 $O.QO $779,302.32 $0.00 (8$779,302.32) 0.00%-
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The FY 123 Warrants Fund
IS established

X BUDGET BY ' 'NE ITEM . 02/09/2018
/ Town of Portsm. ,‘.)1 2013-2014 Fisca.  f2013-2014
» Orig Budget Changes Adj Budget Mtd Expended Ytd Expended Encumbered Balance Y%Exp

80400 CLEARING ACCT-TOWN

|

$0.00 ($779,302.32) 0.00%

1-.01-531-80400-98 INTERFUND TRANSFER-

LINE ITEM 80400 CLEARING ACCT-TOWN NOte the negatlve balance

FUND 01 GENERAL FUND ' 089,508.00 | $0.00  $52, 039 508.00 $2,777 .4
' $0.00 ($779,302.32) 0.00%:
61000 EDUCATION
1-97-889-61000-00 11-12 SCHOOL BUILDING WARR $0.00 $0.00 $0.00 $96,872.00 $0.00 ($96,872.00)  0.00%
LINE ITEM 61000 EDUCATION $0.00 $0.00 $0.00 $0.00 $96,872.00 $0.00 ($96,872.00)  0.00%
FUND 97 11-12 WARRANTS $0.00 $0.00 $0.00 $0.00 $96,872.00 M $0.00 ($96,872.00)  0.00%
33001 PUBLIC WORKS ,
1-98-689-33001-22 12-13 PAVING EXP $0.00 $0.00 $0.00 $98.99 $0.00 $0.00 / $0.00 0.00%
. ,1-08-888-33001:33 1213 TOWN CIP EXP $0.00 $0.00 $0.00 ~ - $0.00 $195;329.61 $0.00 ¥ ($195,329.61)  0.00%
LINE ITEM 33001 PUBLIC WORKS $0.00 $0.00 $0.00 $98.99 $195,329.61 $0.00 - ($195,329.61)  0.00%
. 61000EDUCATION £ sperepe? :
- 5
1°°°-°°12-1‘3 MELVILLE FIRE UPGRADES $0.00 $0.00 $0.00- $0.00 $779,302.32 $0.00 ($779 302 82) )0.00%
LINE ITEM 61000 EDUCATION i $0.00 $0.00 $0.00 $0.00 $779,302.32 $0.00 ' 0.00%:
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TOWN OF PORTSMOUTH, RHODE ISLAND

Staty t of R , Other Fil ing Sources
Expenditures, Other Fil ing Uses and Ch in Fund Bal.
Governmental Funds

For the year ended June 30, 2014

Other financing sources (uses)
Transfers in
Transfers out
Bond proceeds
Net other financing sources (uses)

Net change in fund balances

Fund balances - beginning of the year

Fund bal (deficit) - ending of the year

General Town Capital School Capital
Fund Project Fund Project Fund
- R NS 7
General property taxes and payments in lieu of taxes $ 47,580,546 $ =
State aid and grants 6,778,745
Licenses, permits and fees 490,585
Charges for services 1,859,016
Melville Ponds Campgrounds 219,947
Glen Mancr House 392,325
B, wagon-i 788 305
Fines and forfeitures 314,427
Interest and investment income 8,026
Contributions and private grants
Other revenues 665,630 512,500
Intergovernmental pension contribution 1,496,081
Total revenues g 60,593,633 - 512,500
Expenditures
Current:
General government 4,166,454
Pubfic safety 9,550,836
Public works 2,207,845
Education 36,605,793
Community services:
Public and sccial services 698,281
Park & recreation 496,395
Intergovernmental pension contribution 1,496,081
Debt Service:
Principal payments 2,387,229
Interest and debt issuance costs 480,596 27,9981
Capital:
Capital expenditures 2,066,574 1,724,438
Total expenditures 58,089,510 2,094,565 H724.438
Excess (deficiency) of revenues over
(under) expenditures before other
financing sources {uses) 2,504,123 (2,094,5! (1,211,938)

(2,288,063)

g 1,000,000
(147,014)
1,100,000

139,885

1,100,000

Problem:

(2,288.063) _ \__ 1,088,871 ~ /-A17000,000

216,060 (1,005,694) (211,938)
9,841,739 27,061 1,491,021
$ 10,057,799 _§ (978,633) _$ 1,279,083

The School RIHEBC Loan was
applied to the Town Capital
Project FundNOTthe Fund

98 1213 Warrant Fund.




Questions concerning this
Serious accounting error:

_—

Who is responsible?

Why did they do this? = Only the last can be answered with certainty.

What is the effect?




School CIP charges
against the 123
Warrants

from 2013 to 2016

Charges result in
deficit balance of
$916,214.54




